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Economic Developments in Greece 


On April 9 at the annual meeting of the Bank of 
Greece, the Governor, Professor Zolotas, reviewed the 
progress of the Greek economy in 1958. In that year, 
the gross national product at constant prices increased 
by about 4 per cent, against 9.8 per cent in 1957. The 
smaller increase in 1958 was the result primarily of 
decreased agricultural production in Greece rather than 
of international recession. In addition, shipping income 
from abroad declined. On the other hand, industrial 
production increased by about 11 per cent, mainly 
because of an expansion of productive facilities. Gross 
fixed investment increased relatively more than national 
income, but building accounted for a large part of 
this increase. Although good progress has been made 
over the last few years in raising aggregate and per 
capita income, the basic problems of the economy 
remain unsolved. Confidence in the currency has 
increased, but the balance of payments is still under 
pressure. Open or disguised unemployment amounts 
to about one quarter of the labor force; it is estimated 
that, to achieve full employment, the annual rate of 
investment should be about double the present rate. 
Increased investment in manufacturing and tourism is 
particularly important. 

Certain trading and other enterprises have had some 
difficulties in recent months because of the decline in 
farm incomes and the volume of outstanding indebted- 
ness. Professor Zolotas believes that it would be a mis- 
take to expand bank credit further in an attempt to 


alleviate this situation and to avoid necessary adjust- 
ments. Any future decline in effective demand should 
be met by acceleration of the public investment program. 


A slight decline in wholesale prices in Greece in 
1958 was due mainly to lower import prices and freights; 
the cost of living index rose by 1 per cent. Although 
the money supply averaged more than in 1957, the 
percentage increase between the end-of-year figures 
was considerably less than the increase from the end 
of 1956 to the end of 1957; this reflected policies aimed 
at containing expansionary tendencies. The contractive 
effect on the money supply of the balance of payments 
deficit in 1958 was about the same as in 1957; govern- 
ment calls on the Bank of Greece in excess of deposits 
and the increase of credit to the economy out of Bank 
of Greece resources were both substantially less in 1958 
than in 1957. 


Provisional returns indicate that the surplus in the 
ordinary budget rose to more than Dr 1,000 million in 
1958, from about Dr 200 million in 1957. This surplus 
helped to finance the state investment program, and 
over-all public investment expenditures increased from 
Dr 3,261 million in 1957 to Dr 4,150 million in 1958. 
The government deficit incurred with the Bank of Greece 
for price support operations increased considerably less 
than in 1957, but the continued accumulation of unsold 
agricultural commodities, particularly tobacco, and the 
corresponding losses incurred by the Government are 
seriously disturbing. 

Reflecting the steady growth of confidence in the cur- 
rency, bank deposits continued to rise, although at a 
slower rate than in 1957. Maximum rates of interest 
were reduced from 8 per cent to 72 per cent for sav- 
ings deposits, from 5 per cent to 4 per cent for sight 
deposits, and from 9 per cent to 8 per cent for time 
deposits. Total bank credits increased in 1958 by 18 per 
cent, compared with an increase of 28 per cent in 1957. 
However, the annual average increase was greater in 
1958. Long-term credit, especially to agriculture, 
expanded more rapidly than total credit. Measures were 
taken in the second half of the year to check the expan- 
sion of short-term credit to industry, which had exceeded 
the increase in output and caused widespread indebted- 
ness. But, following the reduction of interest rates on 
bank deposits, lower rates were established for advances 
to the export and tobacco trades, and for longer-term 
industrial loans. Professor Zolotas stressed the desir- 
ability of commercial banks devoting more of their 
resources to industrial development as opposed to 
commercial activities. 

Professor Zolotas reported a small decline in the 
trade deficit for 1958 and a larger decline in earnings 
on invisibles, which resulted in an over-all deficit on 
current transactions of $79 million, compared with $66 
million in 1957. In spite of U.S. aid and increased use 
of EPU credit, reserves declined by about $20 million 
in 1958; in December, they amounted to $162 million, 
or the value of four months’ imports. To improve the 
balance of payments, Professor Zolotas said that the 
growing dependence of unilateral transfers from abroad 
should cease, the rate of increase of imports reduced 
and of exports raised, and a greater effort made to 
attract long-term capital for productive investment. He 
pointed out that most of the trade deficit had arisen in 
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trade with continental EPU countries. Emigrant remit- 
tances came primarily from the United States, and 
shipping earnings were chiefly from the sterling area. 
Trade with eastern countries, which had increased from 
5 per cent of the total in 1954 to 10 per cent in 1958, 
should be encouraged, provided that exports to hard 
currency countries were not thereby endangered. The 
participation of Greece in projects for wider European 
economic unification, with proper safeguards, is an 
urgent and vital necessity. 

An important development in 1958 was the conclu- 
sion in November of an economic agreement with the 
Federal Republic of Germany; this included an inter- 
governmental 20-year loan of DM 200 million to finance 
certain basic projects. 

Professor Zolotas pointed out that the Greek authori- 
ties had not been in the habit of differentiating between 
the dollar and European currencies, and that conse- 


Increases in Fund Quotas 

In addition to action taken by the United States, the 
United Kingdom, Ecuador, Guatemala, Sweden, and 
Denmark in regard to proposed increases in their Fund 
quotas (see this News Survey, Vol. XI, pp. 294, 315, 
and 329), letters of consent have been received by the 
Fund from Austria and Ireland. Legislation empower- 
ing the Central Bank of Chile to take action was passed 
on April 6. Legislation was introduced into the Ice- 
landic Althing on April 6, and bills have also been 
submitted to the Belgian and the Peruvian legislatures. 
The legislative procedures required for the increase in 
Japan’s quota were completed on April 8. The increased 
Indian subscription is part of the budget which is now 
being debated by the Indian Parliament. 


International Wheat Agreement 

A new three-year International Wheat Agreement is 
to become effective on August 1, 1959. All important 
exporting countries except the U.S.S.R. are expected 
to join. The most important change among the import- 
ing countries is the participation of the United Kingdom, 
the largest importer, which intends to join after an 
absence of six years. The new Agreement makes exten- 
sive changes in respect of both the price mechanism 
which is to be observed and provisions aimed at easing 
the problem of wheat surpluses. Each importing mem- 
ber country will undertake to buy from exporting coun- 
tries a specified percentage, which varies from country 
to country, of its total commercial purchases of wheat, 
at prices within a range of $1.50-1.90 per bushel; for 
the United Kingdom, this percentage is 80, and for the 
Federal Republic of Germany, 70. Exporting countries 
undertake that wheat shall be available at prices within 
this range in quantities sufficient to satisfy the commer- 
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quently the system of restricted external convertibility 
for nonresident accounts, as adopted in other European 
countries, could shortly be applied in Greece. 

In conclusion, Professor Zolotas expressed the belief 
that, given the continuation and intensification of efforts 
to apply sound fiscal and credit policies and to carry out 
promptly the public investment program, the economy 
would develop normally. The long-run prospects are 
favorable, provided that the organizational reforms 
needed for economic development are expeditiously 
carried out. If appropriate policies are systematically 
applied, the financing of public investment through 
both domestic and foreign resources, could be ensured. 
The importance of monetary stability has to be empha- 
sized as an indispensable prerequisite to economic 
development and social progress. 

Source: Bank of Greece, Press Release, Athens, Greece, 
April 9, 1959. 


cial requirements of importing countries. The Wheat 
Council will review annually the world wheat situation, 
including production, stocks, prices, and the disposal of 
surplus supplies. 

To assist in its review of surplus disposals, exporting 
and importing countries shall inform the Council of the 
measures taken by them to secure compliance with the 
following principles: that the solution of surplus dis- 
posal problems should, wherever possible, be sought 
through efforts to increase consumption; that disposals 
should be made in an orderly manner; and that dis- 
posals under special terms should be made without 
harmful interference with normal patterns of produc- 
tion and international commercial trade. 


Sources: UN Economic and Social Council, /nterna- 
tional Wheat Agreement, 1959, Geneva, 
Switzerland, March 10, 1959; The Financial 
Times, London, England, March 11, 1959. 


Inter-American Development Bank 

The Organization of American States, through a spe- 
cialized committee in which representatives from the 20 
Latin American countries and the United States partici- 
pated, approved on April 8, 1959, after three months 
of negotiations, the draft of an Agreement establishing 
an Inter-American Development Bank. The headquar- 
ters of the Bank will be located in Washington. The 
Agreement, which must be ratified by the U.S. Con- 
gress and the legislatures of the other member countries, 
is open for signature until December 31, 1959, and it 
will come into force when ratification has been com- 
pleted by countries whose subscriptions comprise not 
less than 85 per cent of the total. 

The purpose of the Development Bank is “to con- 
tribute to the acceleration of the process of economic 
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development of the member countries, individually and 
collectively.” In carrying out its functions, the Bank 
will cooperate with national and international institu- 
tions and with private sources supplying investment 
capital. 

The Agreement provides for paid-in and callable cap- 
ital of $850 million and for a Fund for Special Opera- 
tions of $150 million. Thus, the total capital stock of 
the Bank is to be $1 billion. Of the capital of $850 
million—which shall be divided into 85,000 shares with 
a par value of $10,000 each—$80 million is to be paid 
into the Bank within the first year and $160 million in 
each of the next two years. Of the $400 million thus 
payable to the Bank, the United States will subscribe 
$150 million and the Latin American members $250 
million. The remaining $450 million will be pledged 
by the members for use by the Bank on call; of -this 
amount, the United States will be responsible for $200 
million. The United States will contribute $100 million 
to the Special Fund, and the Latin American members, 
$50 million. 

Of all capital payments to the Bank, one half will be 
in gold or U.S. dollars and one half in the member’s 
own currency. Thus the Latin American members will 
be required to provide $125 million in gold and dollars 
for the general capital and $25 million for the Special 
Fund. When payment of the quotas has been completed 
at the end of the three-year period, the Bank’s Board of 
Directors may vote to increase the capital by another 
$500 million, to $1.5 billion. 

Two kinds of loan will be made by the Bank: “hard” 
loans, which must be repaid in dollars and will carry 
commercial terms, and “soft” loans, which may be 
made from the Fund for Special Operations, repayable 
in non-dollar currencies and carrying low interest rates. 

The Bank is authorized to sell its own bonds in the 
market, to guarantee loans made by governments and 
public or private lending institutions, and to support 
development projects by private firms. 

A Board of seven Executive Directors, of whom six 
shall be elected by the Latin American countries accord- 
ing to the capital stock held by each country, and one 
by the United States, shall be responsible for the opera- 
tions of the Bank. Each member country shall have 
135 votes plus 1 vote for each share of the capital 
stock held by it. The number of shares held by the 
United States will be 35,000, and the other sharehold- 
ings will be as follows: Argentina, 10,314; Brazil, 
10,314; Mexico, 6,630; Venezuela, 5,526; Cuba, 3,684; 
Chile, 2,832; Colombia, 2,830; Peru, 1,382; Uruguay, 
1,106; and the remaining 11 countries less than 1,000 
shares each. 

Source: Inter-American Economic and Social Council, 
Specialized Committee for Negotiating and 
Drafting the Instrument of Organization of 
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an Inter-American Financial Organization, 
Final Act, Washington, D.C., April 8, 1959. 


Europe 


European Monetary Agreement 

After three and a half months of operations the 
interim financing provided between central banks in 
terms of the European Monetary Agreement has been 
kept at a minimum, and the intention of channeling 
virtually all exchange transactions through the exchange 
markets has thus been achieved. Even when interim 
finance has been used, the debt has often been paid off 
through the market before the end of the month. The 
only real exceptions are countries such as Turkey, 
Greece, and Iceland, where foreign exchange markets 
scarcely exist to the same extent as elsewhere. The 
amount of interim finance registered so far has been 
so small that the OEEC is reported to be considering 
whether to publish details quarterly or six-monthly, 
instead of monthly, as was originally intended. 
Source: The Times, London, England, April 20, 1959. 


Balance of Payments of United Kingdom 

The present estimate for the U.K. balance of pay- 
ments on current account for July-December 1958 
shows a surplus of £128 million, compared with revised 
estimates of surpluses of £327 million for the first half 
of the year and of £149 million for July-December 1957. 
On merchandise trade account there was a deficit of 
£21 million, a little less than in the second half of 1957; 
in the first half of 1958, there was a surplus of £141 
million. The shift from a surplus in the first half of 
1958 was due partly to a rise in the volume of imports 
and partly to a decline in exports, the latter reflecting 
adverse seasonal factors as well as the reduced purchas- 
ing power of a number of countries of the rest of the 
sterling area. The surplus on invisibles was reduced 
substantially, to £149 million; this reduction was due 
to a resumption of the annual service of the U.S. and 
Canadian loans and to a seasonal increase in travel 
expenditures. 

The major favorable changes in the current balance 
between July-December 1957 and the corresponding 
half of 1958 were decreases of £70 million in the cost 
of imports and £42 million in shipping debits. On the 
other hand, earnings from exports and re-exports fell 
by £58 million, and shipping credits by £18 million. 
Government expenditure increased by £20 million, 
mainly because U.K. military expenditures in the Fed- 
eral Republic of Germany were increased as German 
contributions were reduced. Debits on account of 
interest, profits, and dividends rose by £32 million; 
this was due principally to an increase of £40 million 
in payments on the U.S. and Canadian loans. 
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Resumption of full service on North American loans, 
which involved a capital repayment of £27 million at 
the end of the year, was responsible for the increase in 
net long-term investment by the United Kingdom, to 
£132 million, from £104 million in January-June 1958; 
in July-December 1957, when, apart from deferring 
repayments, the United Kingdom also borrowed £89 
million from the United States under the credit from 
the Export-Import Bank, net long-term investment was 
only £20 million. The total of identified current and 
long-term capital transactions in the second half of 
1958 was a small debit of £4 million, compared with a 
credit of £223 million in the first half of the year. 

Identified monetary movements in the second half 
year were unfavorable on balance, to the extent of £46 
million; this represented a sharp deterioration from the 
favorable movement of £253 million in the first half of 
the year. However, for 1958 as a whole, there was a 
net gain of £207 million. Gold and convertible currency 
reserves, which had risen by £287 million in January- 
June, fell by £3 million in July-December. The sterling 
holdings of the rest of the sterling area declined in the 
second half of the year by only £6 million, compared 
with £76 million in the first half, and those of the non- 
sterling world world rose by £73 million, compared with 
a rise of £63 million in January-June. 

Source: United Kingdom Balance of Payments 1956 


to 1958, Cmnd. 700, England, 
April 1959. 


London, 


lrish Budget 

Ireland completed the 1958-59 financial year with a 
small budget surplus of £160,000, which contrasts 
sharply with the £6 million deficit in each of the two 
preceding years. During the year original estimates of 


revenues were exceeded by 
expenditure by £1.52 million. 

In presenting the 1959-60 budget, the Minister of 
Finance proposed reductions in direct taxation, enter- 
tainment tax and import levies, as well as increased 


£1.68 million, and of 


old-age pensions, widows’ pensions, state pensions, and 
unemployment benefits. Revenue and expenditure are 
expected to balance at £127.6 million, compared with 
an estimated £124.7 million for the year 1958-59. The 
income tax rate of 7s. 6d. in the pound has been reduced 
by 6d. and the starting point for liability to surtax has 
been raised from £1,500 to £2,000. The whole of the 
income tax personal allowance may also in future be 
applied to surtax. A reduction in entertainment tax is 
directed chiefly toward the cinemas, with reductions in 
the duty payable of up to 2d. per ticket. Some import 
levies are abolished, while others are reduced by 
amounts varying from one-fifth to one-third; a few 
levies are replaced by permanent customs duties. Two 
other tax concessions to industry are a 2 per cent 
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annual wear and tear allowance on industrial buildings 
and an obsolescence allowance where plant and ma- 
chinery are not replaced. 

A program of capital expenditure of £45.2 million, 
of which £29.5 million will have to be provided by 
new exchequer borrowings, is included in the budget. 
In the year just ended, £37.8 million was budgeted for 
this purpose. It is expected that of the amount to be 
raised this year, £13.5 million will come from small 
savings, prize bonds, and departmental purchase of 
securities. The remaining £16 million will have to be 
raised by other means not specified by the Minister— 
presumably by way of national loans. 

Sources: The Financial Times, London, 
April 2 and 15, 1959. 


England, 


Credit Policy in France 

On April 23, the basic discount rate of the Bank of 
France, which had been lowered by % per cent on 
October 16, 1958 (see this News Survey, Vol. XI, 
p. 134) and by % per cent on February 5, 1959 (see 
this News Survey, Vol. XI, p. 247), was further reduced 
by % per cent to 4 per cent. At the same time, the 
penalty rates that banks have to pay for central bank 
credit above their individual rediscount ceilings—which 
had been lowered on March 19 (see this News Survey, 
Vol. XI, p. 295)—were further reduced, from 6 per 
cent to 52 per cent for rediscounts exceeding the ceil- 
ings by less than 10 per cent and from 8 per cent to 
7 per cent for rediscounts exceeding the ceilings by 10 
per cent or more. The rate for advances on securities 
as well as the other rates charged by the Bank of France 
were maintained unchanged. 
Sources: Le Monde, Paris, France, April 24 and 26/27, 

1959. 


French “Heavy” Franc 
The advent of the new “heavy” franc (see this News 
Survey, Vol. XI, pp. 207 and 279) has been described 
by M. Pinay, the Finance Minister, as a symbol of “the 
return to the great traditions of saving, work, and sta- 
bility which constituted the strength of France in the 
last century.” For the new silver five-franc piece, of 
which 35 million are to be delivered to the Bank of 
France by the end of the year, more than 1,000 tons of 
silver will be required. The minting of a two-franc 
silver piece will begin next year, and 600 million nickel 
one-franc coins are to be issued. New coins of 1 and 2 
cents, corresponding to the present coins of 1 and 2 
francs, will be issued immediately, in order to prevent 
any price increases due to rounding when the “heavy” 
franc is substituted for the former franc. 
Sources: The Times, London, England, April 20, 1959; 
Le Monde, Paris, France, April 26/27, 1959. 
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The Economic Situation in Belgium 
The volume of industrial production in Belgium 
appeared to be stabilized at the beginning of April at 
the level of the last quarter of 1958. This was 6.5 per 
cent less than the volume in the corresponding period 
of last year, so that the recession has been rather more 
pronounced in Belgium than in most other industrial 
countries. Coal mining and some sectors of the textile 
industry continue to be weak elements in the Belgian 
economy. The daily average number of unemployed, 
which had been 204,000 in the first quarter of 1958, 
rose to 335,000 in February 1959. This increase was 
partly attributable to strikes and the employment posi- 
tion improved in March. 
Source: Kredietbank, Weekly Bulletin, Brussels, Bel- 
gium, April 4, 1959. 


Danish Loan on the Swiss Market 
The Telephone Company of Copenhagen has offered 
a Sw F 15 million (DKr 24 million) loan on the Swiss 
market. The loan is for 18 years, carries an interest 
rate of 4.5 per cent, is issued at par, and is fully under- 
written by three Swiss banks—Schweizerische Bank- 
verein, Schweizerische Kreditanstalt, and Schweizerische 
Bank-Gesellschaft. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, April 13, 1959. 


Economic Situation in Norway 

In a review of the economic situation in Norway in 
the spring of 1959, the Central Statistical Bureau of 
Norway reports that the low point in the Norwegian 
economy probably was reached in the fall of 1958; 
figures for production and employment for the first two 
months of 1959 indicate a slight improvement. Al- 
though the upward tendency is not yet widespread, the 
Bureau expects the March figures to show that the 
improvement has strengthened. 

In January and February of this year, industrial pro- 
duction was 2 per cent higher than in the same months 
of 1958. However, the increase was primarily in the 
export industries, where production was exceptionally 
low at the beginning of 1958. A comparison with 1957 
shows that total industrial production in the first two 
months of 1959 was 3-4 per cent lower, and production 
in the export industries was 10 per cent lower, than two 
years ago. The total volume of construction was slightly 
higher at the end of 1958 than at the end of 1957; and 
at the end of February 1959 it was about 5 per cent 
higher than a year earlier. The increase in building 
activity is expected to continue. 

Whereas the total number of employed persons in the 
fall of 1958 had been 10,000 lower than at the same 
time in 1957, the number at the end of January this 
year was only 3,750 lower than in January 1958, and 
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at the end of February employment was higher than it 
had been a year earlier. This development is connected 
mainly with the extraordinary public works program 
this winter, but ordinary employment also has shown 
some improvement. 

In the first quarter of this year, the value of exports, 
excluding ships, increased steadily, with the increase in 
March being particularly large; the volume of exports 
in the quarter was about 4 per cent higher than in the 
first quarter of 1958. The value of imports, excluding 
ships, was about NKr 150 million (US$21 million) 
lower than in the first quarter of 1958, the decrease 
being concentrated mainly in imports of ores and 
metals, machinery, and means of transportation. The 
trade deficit, excluding ships, for the quarter was con- 
siderably smaller than the deficit in the first three 
months of last year. 

The deficit on goods and services account in the 
first two months of 1959 was NKr 240 million ($34 
million), NKr 117 million ($16 million) more than in 
the same period of 1958; however, the increase was due 
entirely to higher imports of ships. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, April 18, 1959. 


Austrian Bank Rate 

The Austrian National Bank has reduced its discount 
rate from 5 per cent to 4% per cent, effective April 23. 
The 5 per cent rate had been in force since Novem- 
ber 17, 1955. This reduction will lead to a general 
lowering of interest rates in Austria, for both short-term 
and long-term credits. 

In connection with the reduction of the bank rate, the 
President of the Austrian National Bank pointed out 
that the impact of the recession abroad on the Austrian 
economy had been mild in 1958, and that economic 
activity in Austria was being maintained at a high level. 
Among recent achievements were the establishment of 
nonresident convertibility for the schilling, the relaxa- 
tion of exchange restrictions, and a large increase in 
savings deposits. The growing balance of payments sur- 
plus had contributed to the increasing liquidity of the 
banking system. The demand for short-term credit had 
been declining. The gold and foreign exchange holdings 
of the Austrian National Bank (which had risen from 
the equivalent of $511 million at the end of March 1958 
to $683 million at the end of March 1959) were cur- 
rently sufficient to cover Austria’s import requirements 
for about eight months. 

According to the latest Monthly Report of the Aus- 
trian Institute of Economic Research, some interest 
rates had fallen before the decision was made to reduce 
the bank rate. The commercial banks decreased their 
interest charges for small short-term credits (up to 
S 150,000) by 1 per cent, as of April 1. Mortgage 
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bonds and communal bonds issued by the mortgage 
banks, which used to carry an interest rate of 7 per 
cent, were in recent weeks placed on the market at 62 
per cent. The latest 7 per cent government bond issue 
of S 1.8 billion, which had been oversubscribed when 
it was floated on March 23 (see this News Survey, 
Vol. XI, p. 305), was recently traded on the Vienna 
Stock Exchange at 2 of | per cent above par. 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
April 24, 1959; Osterreichisches Institut fiir 
Wirtschaftsforschung, Monatsberichte, Vien- 
na, Austria, April 1959. 


Middle East 


Yemen—U.A.R. Economic Cooperation 

Since its establishment last year the Council of the 
United Arab States (Yemen and the United Arab 
Republic) has been considering measures for estab- 
lishing some degree of economic unification between 
Yemen and the U.A.R. (see this News Survey, Vol. X, 
p. 300), including a closer alignment of their customs 
tariffs. Measures of this kind necessarily require pro- 
longed surveys before legislation can be passed, and 
no decisions have yet been announced. Meanwhile, 
practical steps for closer economic cooperation are being 
taken. Under agreements signed recently in Cairo, two 
joint Yemeni-U.A.R. companies will be set up in Yemen, 
one an import-export firm with the participation of 
Egyptian trade organizations, and the other an agricul- 
tural company. Their capitals of LE 200,000 and 
LE 100,000 are to be subscribed in equal shares by 
the two countries. 
Source: Middle East Economic Digest, London, Eng- 

land, April 17, 1959. 


Credit Control in Israel 

Money supply in Israel increased by 14 per cent in 
1958, according to the Annual Report of the Bank 
Leumi le-Israel, most of the increase being in the first 
five months of the year. There was a sudden decrease 
of 2 per cent in December, due apparently to repay- 
ment by the Government of debt to the Bank of Israel. 
These movements of money supply took the form mostly 
of a change in bank deposits and, according to the Bank 
Report, caused a certain rigidity in the banking system, 
since the commercial banks are severely limited in the 
extent to which they can adjust their asset structure to 
their liquidity position. Rediscounts are not granted for 
this purpose, and only credit which is not under the 
control of the central bank is available for expansion or 
contraction. 

During 1958 the proportion of commercial bank 
credit coming under selective and quantitative control 
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increased. New liquidity requirements, which came into 
force in January 1958 (see this News Survey, Vol. X, 
p. 221), established a uniform reserve requirement for 
banking institutions of 58 per cent of all their demand 
deposits and of time deposits up to 18 months. At the 
same time a credit ceiling for individual banks, equal to 
104 per cent of credit outstanding in November 1953, 
was maintained. Certain credits approved by the Bank 
of Israel as useful for the economy and certain classes 
of foreign currency loans could be excluded from the 
credit ceiling if liquidity requirements were satisfied. 
Moreover, certain credits approved by the Bank of 
Israel as essential, up to 20 per cent of a bank’s total 
deposits, could be considered as liquid assets for the 
purpose of computing reserve requirements. 

It was believed at the time that the new system of 
reserve requirements would permit greater flexibility in 
credit control than if reliance were to be placed on a 
credit ceiling. However, the growth of bank deposits 
in 1958 has meant that liquidity ratios assumed less 
importance as a controlling factor, the main check to 
the expansion of freely disposable credits being the 
credit ceiling, particularly for banks with a large deposit 
growth. To meet this situation, banks were permitted 
from December 1958 to raise their credit ceiling (for 
“nondirected” credits) by an amount equal to 6.3 per 
cent of the increase in deposits since January 1958. 
Source: Bank Leumi le-Israel B.M., Annual Report 

and Accounts 1958, Tel-Aviv, Israel, 


April 1959. 


Employment in Israel 

The Minister of Labor has stated that the unemploy- 
ment rate in Israel in 1958 was the lowest since the 
establishment of the State. The population had increased 
by 250,000 during the last three years, but unemploy- 
ment had fallen from 39,100 (6.1 per cent of the labor 
force at the end of 1958) to 35,800 (4.9 per cent) at 
the end of 1958. In agriculture, industrial crops had 
played an important role. The extension of the area 
under cotton from 47,000 to 60,000 dunams (1 dun- 
am=0.2471 acre) had had the effect of reducing the 
slack season in agriculture. 
Source: Israel Office of Information, /srael Digest, New 
York, N.Y., April 17, 1959. 


Foreign Trade of Syria 

The most recent statistics on Syria’s foreign trade 
show that, despite increased customs duties and other 
restrictive measures, imports increased to LS 502.5 
million in the first nine months of 1958, from LS 458.6 
million in the same period of 1957. The indications are 
that the figure for the entire year 1958 will be at least 
the same as that for 1957. A fall in the value of exports 
in the July-September quarter, owing to the failure of 
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the cereals crop, lowered the value of exports in the 
first nine months of 1958 to LS 307.5 million, from 
LS 351.2 million in the corresponding period of 1957. 

The principal supplying countries were West Ger- 
many (LS 58.5 million), United Kingdom (LS 55.5 
million), United States (LS 47.5 million), France 
(LS 39.5 million), and Italy (LS 34.3 million). How- 
ever, imports from these countries, with the exception 
of France and Italy, are likely to fall in view of the 
declared intention of the Syrian authorities to discrim- 
inate in future in favor of countries with which Syria’s 
trade exchanges are balanced or favorable. France has 
taken about 30 per cent of the cotton exports so far 
during the current season. 

The earlier restrictions on imports were eased some- 
what by regulations issued on March 12 (see this News 
Survey, Vol. XI, p. 266). The ban on textiles remains 
in force (except on those from countries having agree- 
ments based on equivalence of trade and from coun- 
tries with which Syria has a favorable balance of 
trade), but import licenses will be issued for blankets 
and hosiery. Carpets, iron and steel bars, iron sheets, 
tubes, pipes, and wires have been added to the list of 
imports to be authorized from any country. 

Source: Middle East Economic Digest, London, Eng- 
land, March 27, 1959. 


Far East 


Indian Budget Proposals 

The 1959-60 budget of the Government of India, 
introduced in Parliament on February 28, contained 
new tax proposals which were expected to yield Rs 234 
million (US$49 million) to the Central Government 
(see this News Survey, Vol. XI, p. 289). On April 20, 
however, the Minister of Finance announced concessions 
in indirect taxes amounting to more than Rs 10 million 
($2.1 million). These concessions include a reduction 
in the basic excise duty and additional duty on khand- 
sari (brown) sugar, simplified rates of excise duty on 
small firms producing nonessential vegetable oils, and 
adjustment of rates of duty on artificial silk fabrics 
produced by small cottage-type units. No changes were 
made in the direct tax proposals. 
Source: Information Service of India, Indiagram, Wash- 

ington, D.C., April 22, 1959. 


India’s Debt Repayment Obligations 

India’s Minister of Finance stated in the Lower House 
of Parliament that total repayments by India in foreign 
currency against external loans and credits during the 
fiscal year 1959-60 would amount to Rs 247 million 
(US$52 million); repayment of principal accounts for 
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Rs 96 million and interest payments for Rs 151 mil- 
lion. These figures refer to repayments due on foreign 
loans, drawings from the International Monetary Fund, 
and deferred payment liabilities in respect of the public 
sector as of October 1, 1958. 


Source: The Hindu, Madras, India, March 14, 1959. 
New Bond Issue in Taiwan 


The Executive Yuan of the Chinese National Govern- 
ment in Taiwan approved on April 2 a short-term 
national bond issue totaling NT$400 million, as a meas- 
ure to help curb inflation and to stabilize the New 
Taiwan Dollar. Redeemable in three years, the bonds 
will be sold to the public by the Central Bank of China 
and other authorized banking establishments as soon as 
the bill is enacted by the Legislative Yuan. The interest 
rates will be about equat to those for short-term ‘bank 
deposits. Part of the proceeds from the sale of the 
bonds will be used to finance new industrial and pro- 
ductive enterprises. 


Source: Chinese News Service, Press Release, New 
York, N.Y., April 14, 1959. 


U.S. Quota for Japanese Cotton Exports 

The United States and Japan have agreed to a 5 per 
cent increase in the amount of cotton textiles which 
Japan may ship to the United States in 1959 and 1960. 
The new quota amounts to 247.2 million square yards, 
compared with 235 million square yards for 1957 and 
1958. In exchange for this increase, Japan has agreed 
to a modification of the flexibility provision under which 
shipments of various types of cotton product could be 
increased or decreased within a margin of 10 per cent 
within the over-all quota. This provision will no longer 
apply to flat cotton cloth and woven apparel, and the 
permitted margin on household goods, knit goods, and 
miscellaneous items will be limited to 5 per cent. 
Source: The Wall Street Journal, New York, N.Y., 

April 27, 1959. 


United States and Canada 


U.S. Restrictions on Wool Imports 

President Eisenhower has announced that the duties 
which in 1958 were imposed on U.S. imports of wool in 
excess of 14.2 million pounds will be applied in 1959 
to imports in excess of 13.5 million pounds. The actual 
tariff rates are the same as in the previous year, i.e., 
for imports below the specified limit they vary between 
30 cents and 37% cents a pound, plus an additional 
tariff of 20-25 per cent of the wool fabric value, and 
for imports in excess of 13.5 million pounds the rate is 
45 per cent ad valorem. At the same time, restrictions 
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on imports of lightweight wool fabrics have been liberal- 
ized. To lightweight imports up to 350,000 pounds in 
excess of the over-all limit of 13.5 million pounds a 
special ad valorem duty of 30 per cent will be applied 
instead of the standard 45 per cent. Lightweight wool 
fabrics are imported mainly from the United Kingdom, 
France, and Italy, and the action was taken in response 
to British complaints that the duty system discriminated 
against their higher-quality fabrics. 

Source: The Wall Street Journal, New York, N.Y., 

April 22, 1959. 


Canada’s Exchange Rate and Interest Rates 
The exchange value of the Canadian dollar, which 
was at a low of US$1.0194 on February 13, moved 
upward over the following months to US$1.0406 on 
April 22, 1959. It was reduced slightly to US$1.0394 
on April 24. Demand for the Canadian dollar was 
strong in recent weeks as a result of the beginning of 
spring grain shipments and the auctioning of provincial 
oil land leases. The large spread between U.S. and 
Canadian money rates, which attracts short-term capital 
into Canada, was another reason for the strength of 
the exchange rate. Canadian Treasury bill rates have 
been rising steadily since early March to a record of 
4.72 per cent on April 23. On April 20, U.S. Treasury 
bills sold at an average yield of 3.105 per cent. The 
discount rate for credits extended by the Bank of Can- 
ada, at % per cent above the treasury bill rate, rose to 
4.97 per cent on April 23. Rates on day-to-day money 
used by investment dealers and chartered banks also 
have been rising and reached a record high of 434 per 
cent in the fourth week of April. As a result of the rise 
in the cost of money, the chartered banks increased 
their rates on prime credits further to 534 per cent from 
the 5% per cent rate which had been effective since 
March 9, 1959. Only once before, during August- 
December 1957, had the rate been as high as 5% per 
cent. Following the rise in prime rates, increases are 
expected in interest rates charged on margin accounts 
with member firms of the stock exchanges and in finance 

charges on automobiles and appliances. 
Sources: The Globe and Mail, Toronto, Canada, 
April 24, 1959; The Journal of Commerce, 

New York, N.Y., April 27, 1959. 


Export Credit Insurance in Canada 

The Canadian Export Credit Insurance Corporation 
provided insurance for $42 million of export sales dur- 
ing 1958, slightly less than in 1957. Total exports in 
1958 amounted to $4.9 billion. Exports are insured 
against credit and political risks involved in foreign 
trade, and under each policy issued the maximum lia- 
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bility of the Corporation is set as a percentage of the 
estimated export volume. Claims paid in 1958 totaled 
$186,000, but recoveries in connection with these claims 
and with claims paid in previous years were almost three 
times this amount. Between 1945 and December 31, 
1958, the Corporation insured $680 million worth of 
Canadian exports. Total claims paid during this period 
were $9.6 million; about two thirds of this amount has 
been recovered, about 2.4 per cent written off, and the 
remainder is still outstanding. 


Source: Export Credits Insurance Corporation, Annual 
Report and Financial Statements, 1948-58, 
Ottawa, Canada. 


Other Countries 


Gold Production in South Africa 


Gold production in South Africa in February, 
1,506,708 fine ounces valued at £18.6 million, was 
slightly less than in the previous month. The native 
labor force rose to a new high of 369,000. 


Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, Eng- 
land, April 1959. 


Fund Alternate Executive Director 


Mr. C.L. Read, Financial Counsellor at the Canadian 
Embassy in Washington, has been appointed Alternate 
Executive Director of the Fund for Canada, as of 
May 1, 1959, to succeed Mr. A.B. Hockin. 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, May 1959, shows that in 
February 1959 Peru purchased US$2 million under the 
stand-by arrangement that was extended until the end 
of that month (see this News Survey, Vol. XI, p. 269). 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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